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Dear Ms. McGee:
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On behalf of The Kansas City Southern Railway Company, I submit
for filing and recording, under 49 U.S.C. Section 11303(a) and the
regulations promulgated thereunder, the enclosed executed original and

a certified true copy of each of the following primary documents:
W"\)W"‘l

"Lease of Railroad Equipment."
2. "Assignment of Lease.!

The parties to these transactlons are as follows:
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The Kansas City Southern Railway Company
100 North Charles Street
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Baltimore, Maryland 21201 D - g%fl
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The Connecticut Bank and Trust Company,
National Association - as Trustee
for Owner,

and as Lessor
One--Constitution Plaza

e
i
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Hartford, Connecticut 06115
i Mercantile-Safe Deposit and Trust
y Company - as Agent
{ Two Hopkins Plaza _
Baltimore, Maryland 21201
low:
P

The equipment covered by the enclosed documents is as set forth

AAR Mechanical No. of Reporting Car
CAR TYPE Designation Units Marks Numbers

52'6" 100 ton GB

gondola cars

100 GONX See Attached

Schedule A
Please cross-index this filing under the name Rall on Company
-ross-lince: gon

—




Honorable Noreta R. McGee
June 17, 1986
Page Two

Enclosed is a check in the amount of $20, $10 to pay the recording
fee for the instant documents and $10 to cover the requested
cross-indexing fee.

A short summary of the documents to appear in the Index is as
follows:

Lease and Assignment of Lease dated June 16, 1986, relating
to 100 52'6" 100-ton capacity gondola cars."

Once the filing has been made, please keep the executed original
of each document for your files and return to bearer the other stamped
copies, together with the fee receipt, the letter from the ICC
acknowledging the filing, and the four extra copies of this letter of
transmittal.

Very truly yours,

Yo Warin

Thomas D. Marion

Agent for The Kansas City
Southern Railway Company

for the purpose of this filing.

TDM:kkb
Enclosures



Car Numbers

310000
310009
310059
310085
310103
310131
310174
310217
310269
310316
310318
310327
310330
310356
310398
310468
320007
320010
320018

320020
320023
320025
320037
320039
320041
320051
320052
320059
320063
320064

320078
320083
320085
320087
320094
320106
320107
320108
320115
320120
320127
320129
320137
320140
320141

RATILGON COMPANY
Schedule A

(KCS Lease of Equipment

dated as of June 16,

Car Numbers

320144
320154

320157
320159
320161
320165
320167
320172
320191
320193
320199
320201
320203
320204
320205
320207
320209
320213
320223
320227
320230
320232
320233
320234
320243
320246

320249
320254
320259
320268
320283
320285
320287
320291
320298
320306
320315
320322
320328
320329
320332
320337
320340
320342
320344

1986)

Car Numbers

320350
320356
320358
320359
320362
320375
320379
320383
320387
320395



Puterstate Commerce Commission

Washington, D.C. 23
ashington 204 6/20/86

OFFICE OF THE SECRETARY

T.D. Marion

Trailer Train Company
101 North Wacker Drive
Chicago,Illinois 60606

Dear Sir:

The enclosed documents(s) was recorded pursuant to the
provision of Section 11303 of the Interstate Commerce Act, 49
U.S.C. 11303, on 6/20/86 at 1:50pm , and assigned re-
cordation number(s).

12013-L,12013-M,12013-N, 12564-1,12564-M & 12564-N
12989-M.12989~N, 129890 '

14329-C, 14984 & 14984-A

Sincerely yours,

Noreta R. McGee
Acting Secretary
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LEASE OF RAILROAD EQUIPMENT

Dated as of June 16, 1986

Between
THE KANSAS CITY SOUTHERN RAILWAY COMPANY,  Lessee
and

THE CONNECTICUT BANK AND TRUST COMPANY,
NATIONAL ASSOCIATION, Trustee

Covering

100 52' 6" 100-ton Capacity
Fixed End Gondola Cars




LEASE OF RAILROAD EQUIPMENT, dated as of June 16,
11986 (this "Lease"), between THE KANSAS CITY SOUTHERN RAIL-
WAY COMPANY, a Missouri corporation (hereinafter called the
Lessee), and THE CONNECTICUT BANK AND TRUST COMPANY, NA-
TIONAL ASSOCIATION, a national banking association, acting
not in its individual capacity but solely as Trustee (here-
inafter, together with its successors and assigns, called
the Owner-Trustee) acting under certain Trust Agreement,
dated as of July 1, 1980, as amended (hereinafter called the
Trust Agreement), with GENERAL ELECTRIC CREDIT CORPORATION
(hereinafter called the Owner).

WHEREAS, the Owner-Trustee entered into a condi-
tional sale agreement, dated as of July 1, 1980, as amended
(as such agreement relates to the Units (as defined below)
covered hereby to be hereinafter referred to as the Security
Document) with the manufacturers specified in Item 1 of
Annex A to such Security Document (hereinafter individually
called a Builder and collectively the Builders) wherein the
Builders agreed to manufacture, sell and deliver to the
Owner-Trustee the units of railroad equipment described in
Annex B thereto; and

WHEREAS, each Builder assigned certain of its
interests in its Security Document to Mercantile-Safe
Deposit and Trust Company, as agent (hereinafter, together
with its successors and assigns, called the Vendor) for the
investors (the "Investors") described in such Security Docu-
ment, pursuant to an Agreement and Assignment (hereinafter
called the Assignment); and

WHEREAS, the Owner-Trustee entered into a Partici-
pation Agreement, dated as of July 1, 1980 (the "Participa-
tion Agreement") among Railgon Company (hereinafter
"Railgon"), Vendor, Owner, Owner-Trustee, and the Investors;
and

WHEREAS, the Owner-Trustee has leased the eguip-
ment delivered and accepted and settled for under the Secu-
rity Document to Railgon under a Lease of Railroad Eguipment
dated as of July 1, 1980 (hereinafter called the Original
Lease); and

WHEREAS, the Lessee desires to lease from the
Owner-Trustee 100 units of equipment subject to the Original
Lease as are further described in Schedule A hereto at the
rentals and further terms and upon the conditions herein-
after provided (such units of equipment being hereinafter
called "Units"); and



WHEREAS, Railgon has agreed to delete the Units
from the terms and conditions of the Original Lease; and

WHEREAS, the Owner-Trustee will assign this Lease
for security to the Vendor pursuant to an Assignment of
Lease and Agreement (hereinafter called the Lease Assign-
ment) and the Lessee will consent to the Lease Assignment
pursuant to a Lessee's Consent and Agreement (hereinafter
called the Consent);

NOW, THEREFORE, in consideration of the rentals to
be paid and the covenants hereinafter mentioned to be kept
and performed by the Lessee, the Owner-Trustee hereby leases
the Units to the Lessee, consisting of 100 Units of the
equipment which were still subject to the Original Lease as
of the date hereof, as shown on Schedule A hereto, upon the
following terms and conditions:

§l. Abatements, Reductions and Set-0ffs. This
Lease is a net lease. Lessee's obligation to pay all rent-
als and other amounts hereunder is absolute and uncondition-
al and, except as herein provided, the Lessee shall not be
entitled to any abatement of rent, reduction thereof or set-
off against rent, including, but not limited to, abatements,
reductions or setoffs due or alleged to be due by reason of
any past, present or future claims of the Lessee against
Railgon, the Owner or the Owner-Trustee whether under this
Lease, under the Security Document or otherwise, including
the Lessee's rights by subrogation thereunder against the
Vendor or otherwise; nor, except as otherwise expressly pro-
vided herein, shall this Lease terminate, or the respective
obligations of the Owner-Trustee or the Lessee be otherwise
affected, by reason of any defect in or damage to or loss of
possession or loss of use or destruction of all or any of
the Units from whatsoever cause, including, but not limited
to, any liens, encumbrances or rights of others with respect
to any of the Units, the prohibition of or other restriction
against the Lessee's use of all or any of the Units, the
interference with such use by any person or entity, the
invalidity or unenforceability or lack of due authorization
of this Lease, any insolvency of or bankruptcy, reorganiza-
tion or similar proceeding against the Lessee, or for any
other cause whether similar or dissimilar to the foregoing,
any present or future law to the contrary notwithstanding,
it being the intention of the parties hereto that the rents
and other amounts payable by the Lessee hereunder shall




continue to be payable in all events in the manner and at
the times herein provided unless the obligation to pay the
same shall be terminated pursuant to the express provisions
of this Lease; provided, however, that notwithstanding any-
thing to the contrary in this Section 1, Lessee's obligation
to pay all rentals and other amounts hereunder shall be sub-
ject to abatement or reduction if, and to the extent that,
the Lessee shall lose its right to the possession, enjoy-
ment, and use of any of the Units as a result of any insol-
vency, bankruptcy, reorganization or similar proceeding
against Railgon or against the Owner or the Owner-Trustee.
To the extent permitted by applicable law, the Lessee hereby
waives any and all rights which it may now have or which at
any time hereafter may be conferred upon it, by statute or
otherwise, to terminate, cancel, quit or surrender the lease
of any of the Units except in accordance with the express
terms hereof. Each rental or other payment made by the
Lessee hereunder shall be final and the Lessee shall not
seek to recover all or any part of such payment from the
Owner-Trustee, the Owner or the Vendor for any reason what-
soever.

§2. Delivery and Acceptance of Units. The Owner-
Trustee will cause the Units to be delivered to the Lessee
on the lines of the Lessee in the United States of America,
freight charges, if any, to be paid, in accordance with the
terms and conditions of Railgon's Form G Contract with the
Lessee but not, in any event, by the Lessee. Upon such
delivery, the Lessee will cause an inspector of the Lessee
to inspect each Unit, and if such Unit is found to be
acceptable, to accept delivery of such Unit and execute and
deliver to the Owner-Trustee a certificate of acceptance and
delivery (hereinafter called the "Certificate of Accep-
tance") stating that such Unit has been inspected and ac-
cepted on behalf of the Lessee on the date of such Certifi-
cate of Acceptance and is marked in accordance with §5
hereof, whereupon such Unit shall be deemed to have been
delivered to and accepted by the Lessee and shall be subject
thereafter to all the terms and conditions of this Lease.

§3. Rentals. The Lessee agrees to pay to the
Owner-Trustee, as rental for each Unit subject to this
Lease, thirty-six consecutive semiannual payments, payable
in arrears. Each semiannual payment shall be in the amount
of $1,476.425 per Unit. Semiannual rent shall be due and
payable and shall be paid on December 15, 1986 and



semiannually on the first business day of every sixth month
thereafter through and including June 15, 2004; provided,
however, that if such semiannual payment date is not a busi-
ness day such rent shall be due and payable and shall be
paid on the business day next succeeding such semiannual
payment date. The term "business day" as used herein means
any calendar day, excluding Saturdays, Sundays, and .on any
other day in which banking institutions in Kansas City,
Missouri, New York, New York or Hartford, Connecticut are
authorized or obligated to remain closed.

For so long as the Security Document shall remain
in effect, the Owner-Trustee irrevocably instructs the
Lessee to make all the payments due the Owner-Trustee pro-
vided for in this Lease (other than payments which by the
express terms of §§6, 9 and 17 of this Lease are payable di-
rectly to the Owner-Trustee or the Owner) to the Vendor, for
the account of the Owner-Trustee in its capacity as trustee,
in care of the Vendor, with instructions to the Vendor
(a) first to apply such payments to satisfy the obligations
of the Owner-Trustee under the Security Document and the
Participation Agreement known to the Vendor to be due and
payable thereunder on the date such payments are due and
payable hereunder and (b) second, so long as no event of
default under the Security Document shall have occurred and
be continuing, to pay any balance promptly to the Owner-
Trustee or to the order of the Owner-Trustee in immediately
available funds at such place as the Owner-Trustee shall
specify in writing.

The Lessee agrees to make each payment provided
for herein as contemplated by this §3 in immediately avail-
able funds at or prior to 11:00 a.m. in the city where such
payment is to be made.

§4. Term of Lease. The term of this Lease as to
each Unit shall commence as of the date hereof and, subject
to the provisions of §§7, 10 and 13 hereof, shall terminate
on the date on which the final payment of rent in respect
thereof is due pursuant to §3 hereof. The obligations of
the Lessee hereunder (including, but not limited to, the
obligations under §§3, 6, 7, 9, 11, 13, 14 and 18 hereof)
shall survive the expiration of the term of this Lease.

Notwithstanding anything to the contrary contained
herein, all rights and obligations of the Lessee under this



Lease and in and to the Units are subject to the rights of
the Vendor under the Security Document and the Lease Assign-
ment; provided, however, that, so long as no Event of
Default hereunder, or an event that with the passage of
time, or the giving of notice, or both, would constitute an
Event of Default, shall have occurred and be continuing, the
Vendor shall not interfere with the Lessee's possessxon,
enjoyment and use of the Units.

§5. Identification Marks. The Lessee will cause
each Unit to be renumbered with its identifying number as
set forth in Schedule A hereto, or in the case of any Unit
not there listed such identifying number as shall be set
forth in any amendment or supplement hereto extending this
Lease to cover such Unit, and will keep and maintain,
plainly, distinctly, permanently -and conspicuously marked on
each side of each Unit, in letters not less than one inch in
height, the words, "Ownership Subject to a Security Agree-
ment Filed with the Interstate Commerce Commission", or
other appropriate words designated by the Owner-Trustee,
with appropriate changes thereof and additions thereto as
from time to time may be reguired by law or reasonably re-
guested in order to protect the Owner-Trustee's title to and
the Vendor's security interest in such Unit and the rights
of the Owner-Trustee under this Lease and of the Vendor
under the Security Document. The Lessee will not place or
permit any such Unit to be placed in operation or exercise
any control or dominion over the same until such name and
words shall have been so marked on both sides thereof and
will replace or cause to be replaced promptly any such name
and words which may be removed, defaced, obliterated or
destroyed. The Lessee will not change or permit to be
changed the identifying number of any Unit unless and until
(i) a statement of new number or numbers to be substituted
therefor shall have been filed with the Vendor and the
Owner-Trustee and filed, recorded and deposited by the
Lessee in all public off1ces where this Lease and the Secu-
rity Document shall have been filed, recorded and deposited
and (ii) the Lessee shall have furnished the Vendor and the
Owner-Trustee an opinion of counsel to the effect that such
statement has been so filed, recorded and deposited, such
filing, recordation and deposit will protect the Vendor's
and the Owner-Trustee's interests in such Units and no
filing, recording, deposit or giving of notice with or to
any other federal, state or local government or agency
thereof is necessary to protect the interests of the Vendor
and the Owner-Trustee in such Units.




The Units may be lettered with the names or ini-
tials or other insignia customarily used by the Lessee or
its affiliates on railroad equipment used by it of the same
or similar type for convenience of identification of its
right to use the Units under this Lease, and the Units may
be lettered in an appropriate manner for convenience of
identification of the interest of the Lessee therein.
Except as above provided, the Lessee will not allow the name
of any person, association or corporation to be placed on
any Unit as a designation that might be interpreted as a
claim of ownership.

§6. Taxes. The Lessee agrees to pay, and to
indemnify and hold the Owner-Trustee (in both its individual
and fiduciary capacities), the Owner, the Vendor, the Inves-
tors and the trust estate held by the Owner-Trustee under
the Trust Agreement and by the Vendor under the Security
Document (each such entity to be indemnified to be referred
to as an "Indemnitee" and collectively as the “Indemnitees")
harmless from, all taxes, assessments, fees and charges of
any nature whatsoever, together with any penalties, fines,
additions to tax or interest thereon, howsoever imposed,
whether levied or imposed upon any of the Indemnitees, or
otherwise, by any federal, state or local government or gov-
ernmental subdivision in the United States or by any foreign
country or subdivision thereof, upon or with respect to:
any Unit or any part thereof; the ownership, delivery, leas-
ing, possession, use, operation, transfer of title, return
or other disposition thereof; the rentals, receipts or earn-
ings arising therefrom; this Lease, the Lease Assignment,
the Consent, the Trust Agreement, the Participation
Ageement, the Security Document or the assignment of the Se-
curity Document (all of such documents to be referred to
collectively as the "Financing Documents") and any payment
made pursuant to any such agreement, or the property, the
income or other proceeds received with respect to property
held in such trust estate or by the Vendor under the Securi-
ty Document, (all such taxes, assessments, fees, charges,
penalties, fines, additions to tax and interest imposed as
aforesaid being hereinafter called "Taxes"); excluding,
however: (1) any Taxes of the United States or of any state
or political subdivision thereof and (if and to the extent
that any Indemnitee is indemnified by Railgon pursuant to
Paragraph 9 of the Participation Agreement) of any foreign
country or of any subdivision thereof, imposed on or mea-
sured solely by the gross or net income or excess profits or



based on capital employed if the tax is in lieu of a tax
imposed on or measured by such gross or net income or excess
profits of the Owner-Trustee (in its individual capacity),
or the Owner, the Investors or the Vendor (in its individual
capacity) other than Taxes arising out of or imposed in re-
spect of the receipt of indemnification payments pursuant to
this Lease; (ii) any Taxes imposed as a direct result of a
voluntary transfer or other voluntary disposition by the
Owner or any transfer or disposition by the Owner resulting
from bankruptcy or other proceedings for the relief of
debtors in which the Owner is the debtor, whether voluntary
or involuntary, of any interest in any Unit or interest in
rentals under this Lease, unless, in each case, such trans-
fer or disposition is in connection with a Casualty Occur-
rence or an Event of Default hereunder shall have occurred
and be continuing; (iii) any Taxes imposed on or measured by
any trustee or agency fees or compensation received by the
Owner-Trustee or the Vendor; and (iv) any Taxes which are
imposed on or measured solely by the gross or net income or
based on capital employed if the tax is in lieu of a tax
imposed on or measured by such gross or net income or excess
profits of the Owner-Trustee, the Investors or the Vendor,
if and to the extent that such Taxes are in substitution for
or reduce the Taxes payable by any other person which the
Lessee has not agreed to pay or indemnify against pursuant
to this §6; provided, however, that the Lessee shall not be
regquired to pay any Taxes during the period it may be con-
testing the same in the manner provided in the next suc-
ceeding paragraph. The Lessee further agrees to pay on or
before the time or times prescribed by law any tax imposed
on or measured solely by the gross or net income of the
Lessee (or the affiliated group, within the meaningy of Sec-
tion 1504 of the Internal Revenue Code of 1954, as amended,
of which the Lessee is a member), under the laws of the
United States or of any state or political subdivision
thereof, or of any foreign country or subdivision thereof
which, if unpaid, might result in a lien or other encum-
brance upon any Unit; provided, however, that the Lessee
shall not be required to pay any such tax during the period
it may be contesting the same in good faith by appropriate
proceedings.

If claim is made against any Indemnitee for any
Taxes indemnified against under this §6, such Indemnitee
shall promptly notify the Lessee. If reasonably reguested
by the Lessee in writing, such Indemnitee shall, upon



receipt of any indemnity satisfactory to it for all costs,
expenses, losses, legal and accountants' fees and dis-
bursements, penalties, fines, additions to tax and interest,
and at the expense of the Lessee, contest in good faith the
validity, applicability or amount of such Taxes by

(a) resisting payment thereof if possible, (b) not paying
the same except under protest, if protest is necessary and
proper, and (c) if payment is made, using reasonable efforts
to obtain a refund thereof in appropriate administrative or
judicial proceedings, or both. The Lessee may also contest,
at its own expense, the validity, applicability or amount of
such Taxes in the name of such Indemnitee; provided that, no
proceeding or actions relating to such contest shall be com-
menced (nor shall any pleading, motion, brief or other paper
be submitted or filed in the name of such Indemnitee, in any
such proceeding or action) without the prior written consent
of such Indemnitee, as the case may be. If such Indemnitee
shall obtain a refund of all or any part of such Taxes pre-
viously reimbursed by the Lessee in connection with any such
contest or an amount representing interest thereon appli-
cable to the amount paid by the Lessee and the period of
such payment, such Indemnitee shall pay the Lessee the
amount of such refund or interest net of expenses; provided,
however, that no Event of Default and no event which with
notice or lapse of time or both would constitute an Event of
Default shall have occurred and be continuing.

In case any report or return is reguired to be
made with respect to any obligation of the Lessee under this
§6 or arising out of this §6, except obligations resulting
from the second sentence of the first paragraph of this §6,
the Lessee shall either make such report or return in such
manner as will show the interests of the Owner-Trustee in
the Units, or shall promptly notify the Owner-Trustee, the
Owner and the Vendor of such requirement and shall make such
report or return in such manner as shall be satisfactory to
the Owner-Trustee, the Owner and the Vendor. All costs and
expenses (including legal and accountants' fees) of
preparing any such return or report shall be borne by the
Lessee.

All the obligations of the Lessee under this §6
shall survive and continue, but only with respect to periods
included in the term of this Lease, notwithstanding payment
in full of all amounts due under the Security Document or
the termination of this Lease. All amounts payable by the



Lessee pursuant to this §6 shall be payable directly to the
indemnified party entitled to indemnification, except to the
extent paid directly to a governmental agency or taxing
authority as part of Lessee's report of railroad rolling
stock for state and local ad valorem taxes and as to state
and local sales and use taxes, pursuant to direct pay per-
mits now held or hereafter obtained by the Lessee or other-
wise, and except to the extent that the Lessee now holds or
hereafter obtains exemptions from local sales and use taxes
which may otherwise be applicable. The foregoing
indemnities by the Lessee shall not constitute a guarantee
by the Lessee of the payment of any installment of principal
or interest payable under the Security Document or a guaran-
tee of the residual value of the Units.

The Lessee shall maintain such records in accor-
dance with its recordkeeping practices in respect of the
Units as it would be reguired to maintain if the Lessee were
the owner of the Equipment for Federal income tax purposes,
and shall furnish promptly, upon request, such records and
other information and data as are normally available to the
Lessee and which the Owner-Trustee, the Vendor or the Owner
reasonably may require to permit compliance with the re-
quirements of any taxing authorities. Neither the Lessee
nor any affiliate will at any time take any action or file
any returns or other documents inconsistent with the treat-
ment of the Lease as a lease for Federal income tax purpos-
es.

The amount of rentals payable hereunder are based
on the assumption that the Owner, as the owner of the Units,
will continue to be entitled to such deductions, credits and
other benefits as are provdided by the Internal Revenue Code
and state and local taxing statutes to an owner of property,
including, without limitation:

(A) a credit under Section 38 of the code
equal to 10 percent of the Owner's original cost
of the Units (the "Investment Credit"); and

(B) a depreciation allowance for each Unit
beginning in 1980 and computed on the basis of the
double declining balance method, changing to the
sum of the years-digits method and then to the
straight-line method in the years determined by
the Owner as provided by Section 167(b) of the



Internal Revenue Code and Reg. §l.67(a)-
(11)(c)(1)(iii), and an asset depreciation period
within the asset depreciation range specified for
railroad equipment in Asset Guideline Class

No. 00.25 of Revenue Procedure 77-10, pursuant to
Reg. §1.167(a)-11(b)(4); and will be entitled to
make the election to reduce gross salvage under
Section 167(£)(1) of the Code (the "Depreciation
Deductions").

If by reason of any act of commission or omission
(whether permitted or required by this Lease), any misrepre-
sentation, breach of any agreement, covenant, or warranty
contained herein or any exhibit thereto, on the part of the
Lessee, or any sublessee or assignee of the Lessee, the
Owner shall lose the right to claim, shall not claim (as the
result of a good faith determination of tax counsel of the
Owner (hereinafter referred to as "Tax Counsel"™) that such
claim is not properly allowable), shall be delayed in
claiming, shall suffer a disallowance of, or shall be re-
quired to recapture, all or any portion of the Investment
Credit, the Depreciation Deductions or the Cost Recovery
Deductions, or shall be required to treat any item of
income, deduction or credit relating to the Units as derived
from, or allocable to, sources outside the United States
(any such event hereinafter referred to as a "Loss"), the
Owner shall give to the Lessee notice of such Loss
accompanied by a written statement describing in reasonable
detail the Loss and the computation of such amount as shall,
in the reasonable opinion of the Owner, if paid on the next
succeeding rental payment date subsequent to the Loss, cause
the Owner's after-tax economic yields and cash flows (com-
puted on the same assumptions, including tax rates, as were
utilized by the Owner in originally evaluating this transac-
tion) to equal the after-tax economic yields and cash flows
that would have been realized by the Owner if such Loss had
not occurred, and the Lessee shall pay such amount to the
Owner on that date. The amounts payable pursuant to this
paragraph shall be calculated based on the assumption that
the Owner has sufficient income such that it is fully tax-
able at the tax rates set forth in the applicable schedule,
regardless of the actual taxes paid by the Owner in any par-
ticular tax year. The Lessee shall not be required to
indemnify the Owner for any Loss resulting from any event
with respect to which Casualty Value has been fully paid to
the extent that such Loss is reflected in such Casualty
Value.
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The Owner shall give the Lessee notice thereof if
the Internal Revenue Service proposes an adjustment in the
Federal income taxes of the Owner for which the Lessee would
be required to indemnify the Owner, and if the amount of the
indemnity which the Lessee would be required to pay exceeds
$100,000, then, if requested by the Lessee in a timely writ-
ten request, the Owner shall request an opinion of indepen-
dent tax counsel selected by the Owner, the cost of which
shall be borne by the Lessee, as to whether the basis in law
and in fact in favor of allowance of the item proposed to be
adjusted outweighs the basis in law and in fact to the con-
trary. If the opinion is to that effect and if the Lessee
promptly requests the Owner to do so, the Owner shall in
good faith contest the proposed adjustment; provided,
however, the Tax Counsel shall determine in 1ts sole discre-
tion the nature of all action to be taken to contest any
such proposed adjustment including (A) whether any such
action shall initially be by way of judicial or administra-
tive proceedings, or both, (B) whether any such proposed
adjustment shall be contested by resisting payment thereof
or by paying the same and seeking a refund thereof, and
(C) if the Owner shall undertake judicial action with re-
spect to such proposed adjustment, the court or other judi-
cial body before which such action shall be commenced. The
Owner shall have full control over any contest pursuant to
this paragraph, and shall not be regquired to appeal an ad-
verse determination by any court. At any time, whether
before or after commencing to take any action pursuant to
this paragraph, the Owner may, with respect to the proposed
adjustment or any portion thereof, decline to take such
action by notifying the Lessee in writing that the Lessee is
relieved of its obligation to indemnify the Owner with re-
spect to the portion thereof as to which it declined to take
such action as may be specified in such notice, and shall
repay the amounts advanced by the Lessee, if any, with re-
spect to such adjustment, together with interest thereon at
the Prime Rate.

The Owner shall not be reguired to take any action
pursuant to the preceding paragraph unless and until the
Lessee shall have agreed to indemnify the Owner in a manner
reasonably satisfactory to the Owner for any liability or
loss which the Owner may incur as a result of contesting the
proposed adjustment and shall have agreed to pay the Owner
on demand all costs and expenses which the Owner may incur
in connection with contesting the proposed adjustment
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(including reasonable fees and disbursements of counsel se-
lected by the Owner). If the Tax Counsel determines to con-
test any adjustment by paying the additional tax and suing
for a refund, the Lessee shall advance on an interest-free
basis to the Owner an amount egual on an after-tax basis to
the sum of any tax, interest, penalties and additions to tax
which are required to be paid, at the time such amounts are
paid by the Owner. Upon receipt by the Owner of a refund of
any amounts paid by it in respect of which it shall have
been paid an amount by the Lessee pursuant to the foregoing
" sentence, the Owner shall repay to the Lessee the amount of
such refund together with any interest received by it on
such amount.

For purposes of this Section, the term "the Owner"
shall include any affiliated group of which the Owner is, or
may become, a member if consolidated, joint or combined re-
turns are filed for such affiliated group for Federal, state
or local income tax purposes. :

§7. Payment for Casualty Occurrences; Insurance.
In the event that any Unit shall be or become worn out,
lost, stolen, destroyed, irreparably damaged, or permanently
rendered unfit for use from any cause whatsoever, or taken
or reguisitioned by condemnation or otherwise resulting in
loss of possession by the Lessee for a period of 90 consecu-
tive days, except requisition for use by the United States
Government for a period not in excess of the then remaining
term of this Lease (such occurrences being hereinafter
called Casualty Occurrences) during the term of this Lease,
or until such Unit shall have been returned in the manner
provided in §11 or §14 hereof, the Lessee shall promptly and
fully notify the .Owner-Trustee and the Vendor with respect
thereto. On the semiannual payment date next succeeding the
delivery of such notice (or, in the event such rental pay-
ment date will occur within 15 days after delivery of
notice, on the following rental payment date, or, in the
event the term of this Lease has already expired or will
expire within 15 days after delivery of such notice, on a
date within 15 days of such delivery) ("Casualty Payment
Date")), the Lessee shall pay to the Owner-Trustee an amount
egual to the rental payment or payments in respect of such
Unit due and payable on such Casualty Payment Date plus a
sum egual to the Casualty Value (as hereinafter defined) of
such unit as of the rental payment date which first follows
the actual date of the Casualty Occurrence (regardless of
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the date on which the determination that such Unit suffered
the Casualty Occurrence is made such rental payment date
being hereinafter called "Calculation Date"). Upon the
making of such payment by the Lessee in respect of any Unit,
the rental for such Unit shall cease to accrue as of the
Casualty Payment Date, the term of this Lease as to such
Unit shall terminate and (except in the case of the loss,
theft or complete destruction of such Unit) the Owner-
Trustee shall be entitled to recover possession of such
Unit.

If the Casualty Payment Date shall be after the
term of this Lease in respect of such Unit has expired, no
rental for such Unit shall accrue after the end of such term
but the Lessee, in addition to paying the Casualty Value for
such Unit, shall pay interest thereon from the end of such
term to the Casualty Payment Date at a rate equal to the
rate (the "Prime Rate") publicly announced from time to time
by Morgan Guaranty Trust Company as its base lending rate
for its most credit-worthy corporate customers.

The Owner-Trustee hereby appoints the Lessee its
agent to dispose of any Unit suffering a Casualty Occurrence
or any component thereof before and after the expiration of
this Lease, at the best price obtainable on an "as is, where
is" basis. Provided that the Lessee has previously paid the
Casualty Value to the Owner-Trustee and is not in default
hereunder or there exists no event which after notice or
lapse of time or both would become a default hereunder, the
Lessee shall be entitled to the proceeds of such sale to the
extent they do not exceed the Casualty Value of such Unit,
and shall pay any excess, less reasonable expenses incurred
in connection therewith, to the Owner-Trustee.

The Casualty Value of each Unit as of the Calcula-
tion Date shall be that percentage of the Purchase Price (as
set forth in Schedule B hereto) of such Unit as is set forth
in Schedule B hereto opposite such date.

In the event of the reguisition for use by the
United States Government of any Unit during the term of this
Lease or any renewal thereof, unless such regquisition shall
constitute a Casualty Occurrence, all of the Lessee's obli-
gations under this Lease with respect to such Unit shall
continue to the same extent as if such requisition had not
occurred, except that if such Unit is returned by the

-13-



Government at any time after the end of the term of this
Lease or any renewal thereof, the Lessee shall be obligated
to return such Unit to the Owner-Trustee pursuant to §ll or
§14, as the case may be, promptly upon such return by the
Government rather than at the end of the term of this Lease
or any renewal thereof, but Lessee shall in all other re-
spects comply with the provisions of said §l11 or §l14, as the
case may be, with respect to such Unit. All payments re-
ceived by the Owner-Trustee or the Lessee from the Govern-
ment for the use of such Unit during the term of this Lease
or any renewal thereof shall be paid over to, or retained
by, the Lessee provided no Event of Default (or other event
which after notice or lapse of time or both would become an
Event of Default) shall have occurred and be continuing; and
all payments received by the Owner-Trustee or the Lessee
from the Government for the use of such Unit after the term
of this Lease or any renewal thereof, shall be paid over to,
or retained by, the Owner-Trustee.

Except as hereinabove in this §7 provided, the
Lessee shall not be released from its obligations hereunder
in the event of, and shall bear the risk of, any Casualty
Occurrence to any Unit from and after delivery and accep-
tance thereof by the Lessee hereunder.

The Lessee shall at all times while this Lease is
in effect maintain or cause to be maintained at its own
expense, property, and casualty insurance in respect of the
Units at the time subject hereto, at least in amounts and
against risks customarily insured against by railroad com-
panies on similar eguipment owned by them and in amounts and
against risks customarily insured against by Lessee on simi-
lar equipment owned by it.

The Lessee will, at all times prior to the return
of the Units to the Owner-Trustee in accordance with the
terms of this Lease, at its own expense, cause to be carried
and maintained public liability insurance in amounts and
against risks customarily insured against by railroad com-
panies on similar equipment owned by them and in amounts and
against risks customarily insured against by the Lessee in
respect of similar equipment owned by it.

§8. Reports; Financial Disclosure. On or before
April 1 in each year, commencing with the calendar year
1987, the Lessee will furnish to the Owner-Trustee, the
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Owner and the Vendor an accurate statement (a) setting forth
as at the preceding December 31 the amount, description and
numbers of all Units then leased hereunder and covered by
the Security Document, the amount, description and numbers
of all Units that have suffered a Casualty Occurrence during
the preceding calendar year or, in the case of the first
such statement, since the date hereof (specifying the dates
of such Casualty Occurrences) or to the knowledge of the
‘Lessee are then undergoing repairs (other than running re-
~pairs) or are then withdrawn from use pending repairs (other
than running repairs) and such other information regarding
the condition and state of repair of the Units as the Owner-
Trustee or the Vendor may reasonably reguest and (b) stating
that, in the case of all Units repainted or repaired during
the period covered by such statement, the numbers and the
markings required by §5 hereof and the Security Document
have been preserved or replaced. The Owner-Trustee shall
have the right (but not any obligation) by its agents, to
inspect the Units and the Lessee's records with respect
thereto at such reasonable times as the Owner-Trustee may
regquest during the continuance of this Lease.

Provided that the Lessee is aware of or should be
aware of any reports (other than income tax returns except
as provided in §6 hereof) to be filed by the Owner-Trustee
with any Federal, state or other regulatory authority by
reason of the ownership by the Owner-Trustee or the Vendor
of the Units or the leasing thereof to the Lessee, the
Lessee agrees at its expense to prepare and deliver to the
Owner-Trustee within a reasonable time prior to the reguired
date of filing (or, to the extent permissible, file on
behalf of the Owner-Trustee) any and all such reports.

The Lessee shall also furnish to the Owner-Trustee
and the Vendor, promptly upon transmission thereof, copies
of all material, regular and periodic reports of the Lessee,
if any, furnished to the Securities and Exchange Commission
pursuant to the Securities Exchange Act of 1934, and
Lessee's published reports, if any, to its stockholders. If
the Lessee shall at any time not be subject to the reporting
regquirements of said Securities Exchange Act, it shall
deliver to the Owner-Trustee and the Vendor as soon as
available, and in any event within 60 days after the end of
the first, second and third quarterly accounting periods in
each fiscal year of the Lessee, copies of the balance sheet
of the Lessee, as of the end of such accounting period and
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copies of the related statements of income, retained income
and changes in financial position of the Lessee, for the
portion of its fiscal year ended with the last day of sucn
quarterly accounting period, all in reasonable detail and
stating in comparative form the figures for the corre-
sponding date and period in the previous fiscal year. Upon
reguest from the Vendor or the Owner-Trustee, the Lessee
will furnish such information concerning this transaction
and the Lessee as such party may reasonably request from
time to time.

§9. Disclaimer of warranties; Compliance with
Laws and Rules; Maintenance; Indemnification. NONE OF THE
OWNER~-TRUSTEE, THE OANER OR THE VENDOR MAKES, HAS MADE OR
SHALL BE DEEMED TO MAKE OR HAVE MADE ANY WARRANTY OR REPRE-
SENTATION, EITHER EXPRESS OR IMPLIED, AS TO THE DESIGN, COM-
PLIANCE WITH SPECIFICATIONS, OPERATION, OR CONDITION OF, OR
AS TO THE QUALITY OF THE MATERIAL, EQUIPMENT OR WORKMANSHIP
IN, THE UNITS OR ANY COMPONENT THEREOF DELIVERED TO THE
LESSEE HEREUNDER, AND NONE OF THE OWNER-TRUSTEE, THE OWNER
OR THE VENDOR MAKES ANY WARRANTY OF MERCHANTABILITY OR FIT-
NESS OF THE UNITS OR ANY COMPONENT THEREOF FOR ANY PARTICU~-
LAR PURPOSE NOR AS TO TITLE TO THE UNITS OR ANY COMPONENT
THEREOF NOR ANY OTHER REPRESENTATION OR WARRANTY, EXPRESS OR
IMPLIED, WITH RESPECT TO ANY UNIT OR ANY COMPONENT THEREOF
(EITHER UPON DELIVERY THEREOF TO THE LESSEE OR OTHERWISE),
IT BEING AGREED THAT ALL SUCH RISKS, AS BETWEEN THE OWNER-
TRUSTEE AND THE LESSEE, AND BETWEEN THE VENDOR AND THE
LESSEE, ARE TO BE BORNE BY THE LESSEE; but the Owner-Trustee
hereby irrevocably appoints and constitutes the Lessee its
agent and attorney-in-fact during the term of this Lease, so
long as no Event of Default hereunder snall have occurred
and be continuing, to assert and enforce from time to time,
in the name of and for the account of the Owner-Trustee
and/or the Lessee, as their interests may appear, at the
Lessee's sole cost and expense, whatever claims and rights
the Owner-Trustee may have against any Builder. The Owner-
Trustee and the Owner shall have no responsibility or lia-
bility to the Lessee or any other person with respect to any
of the following: (i) any liability, loss or damage caused
or alleged to be caused directly or indirectly by any Units
or by any inadequacy thereof or deficiency or defect therein
or by any other circumstance in connection therewith,
including strict liability in tort; (ii) the use, operation
or performance of any Units or any risks relating thereto;
(iii) any interruption of service, loss of business or
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anticipated profits or consequential damages; or (iv) the
delivery, operation, servicing, maintenance, repair, im-
provement or replacement of any Units. The Lessee's
delivery of a Certificate of Acceptance shall be conclusive
evidence as between the Lessee and the Owner-Trustee that
the Units are in all the foregoing respects satisfactory to
the Lessee, and the Lessee will not assert any claim of any
nature whatsoever against the Owner-Trustee, the Owner or
the Vendor based on any of the foregoing matters.

The Lessee agrees, for the benefit of the Owner-
Trustee, the Vendor, and the Owner, to comply in all re-
spects (including, without limitation, with respect to the
use, maintenance and operation of each Unit) with all laws
of the jurisdictions in which its operations involving the
Units may extend, with the interchange rules of the Associa-
‘tion of American Railroads and with all lawful rules of the
. United States Department of Transportation, the Interstate
Commerce Commission and any other legislative, executive,
administrative or judicial body exercising any power or
jurisdiction over the Units, to the extent that such laws
and rules affect the title, operation or use of the Units
and in the event that such laws or rules reguire any altera-
tion, replacement, modification or addition of or to any
part on any Unit, the Lessee will fully conform therewith at
its own expense; provided, however, that the Lessee may,
upon written notice to the Owner-Trustee and the Vendor, in
good faith, contest the validity or application of any such
law or rule in any reasonable manner which does not, in the
opinion of the Owner-Trustee or the Vendor, adversely affect
the property or rights of the Owner-Trustee or the Vendor,
respectively, under this Lease or under the Security Docu-
ment. :

The Lessee agrees that, at its own cost and
expense, it will maintain and keep each Unit (including any
parts installed on or replacements made to any Unit and con-
sidered an accession thereto as hereinbelow provided) which
is subject to this Lease in good operating order, repair and
condition, ordinary wear and tear excepted.

The Lessee and its affiliates, at their own cost
and expense, may from time to time make such other altera-
tions, modifications and additions at any time attached or
affixed to any Unit, the cost of which is not included in
the Purchase Price of such Unit and which are not required
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for the operation or use of such Unit by the Interstate Com-
merce Commission, the United States Department of Transpor-
tation or any other legislative, executive, administrative
or judicial body exercising any power or jurisdiction over
such Unit (hereinafter collectively called "Additions"™) to
the Units as the Lessee may deem desirable in the proper
conduct of its business so long as such Additions shall not
be inconsistent with the continuing operation of the Units
and shall not diminish the value, utility or condition of
the Units below the value, utility and condition thereof
immediately prior to the making of such Additions, assuming
the Units were then in the condition reguired to be main-
tained by the terms of this Lease; provided, however, that
no such Addition shall be made if it is not readily remov-
able from the Unit to which it relates without material dam-
age thereto and without diminishing or impairing the value
or utility which the Unit would have had immediately prior

. to such time had such Addition not been made.

Title to all Parts (as hereinbelow defined) incor-
porated in or installed as part of a Unit shall without
further act vest in the Owner-Trustee and be subject to a
valid first lien and prior perfected security interest under
the Security Document in the following cases: (i) such Part
is in replacement of or in substitution for, and not in
addition to, any Part originally incorporated in or
installed as part of such Unit at the time of the acceptance
thereof hereunder or any Part in replacement of, or in sub-
stitution for any such original Part, (ii) such Part is re-
guired to be incorporated in or installed as part of such
Unit pursuant to the terms of the second or third paragraph
of this §9, or (iii) notwithstanding the provisions of the
fourth paragraph .of this §9, such Part cannot be readily re-
moved from such Unit to which it relates without material
damage thereto and without diminisning or impairing the
value or utility which such Unit shall have had at such time
had such alteration or addition not occurred. 1In all other
cases, 1f no Event of Default, or event which with notice or
lapse of time or both would constitute an Event of Default
shall have occurred and be continuing, title to Parts incor-
porated in or installed as parts of the Units as a result of
such alterations or additions shall vest in the Lessee. The
term Part for the purposes of this paragraph and §14 hereof
shall be defined to include any appliance, part, instrument,
accessory, furnishing or other equipment of any nature which
may from time to time be incorporated in or installed as
part of any Unit.
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The Lessee shall pay and shall protect, indemnify
and hold the Owner-Trustee (in both its individual and fidu-
ciary capacities), the Owner, the Investors and the Vendor
and their respective successors, assigns, agents and ser-
vants (hereinafter collectively referred to as the "Indem-
nified Persons") as third party beneficiaries hereof, harm-
less from and against any and all causes of action, suits,
penalties, claims, demands or judgments, of any nature what-
soever which may be imposed on, incurred by or asserted
against any Indemnified Person (including any or all liabil-
ities, obligations, damages, costs, disbursements, expenses
(including without limitation attorneys' fees and expenses
of any Indemnified Person) relating thereto) in any way
relating to or arising or alleged to arise out of this Lease
~or the Units, including without limitation those in any way
relating to or arising or alleged to arise out of (i) the
acceptance, rejection, ownership, delivery, nondelivery,
lease, possession, use, operation, condition, sale, return
or other disposition of any Unit or portion thereof;

(ii) any claims based on strict liability in tort or by
statute imposed; (iii) any injury to or the death of any
person or any damage to or loss of property on or near the
Units or in any manner growing out of or concerned with, or
alleged to grow out of or be connected with, the ownership,
use, replacement, adaptation or maintenance of the Units or
of any other equipment in connection with the Units (whether
owned or under the control of the Owner-Trustee, the Lessee
or any other person) or resulting or alleged to result from
the condition of any thereof; (iv) any violation, or alleged
violation, of any provision of this Lease (except by the
Owner-Trustee) or of any agreement, law, rule, regulation,
ordinance or restriction, affecting or applicable to the
Units or the leasing, ownership, use, replacement, adapta-
tion or maintenance thereof; or (v) any claim arising out of
any of the Owner-Trustee's obligations under the Lease
Assignment or the Security Document except to the extent
such claim arises from an act or omission of the party
claiming indemnification (all of which matters hereinabove
set forth in this paragraph being hereinafter called "Indem-
nified Matters™). All payments hereunder shall be made di-
rectly to the Indemnified Person. The Lessee shall be obli-
gated under this §9, irrespective of whether any Indemnified
Person shall also be indemnified with respect to the same
matter under any other agreement by any other person, and
the Indemnified Person seeking to enforce the indemnifica-
tion may proceed directly against the Lessee under this §9
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without first resorting to any such other rights of indemni-
fication. 1In case any action, suit or proceeding is brought
against any Indemnified Person in connection with any Indem-
nified Matter, the Lessee may and, upon such Indemnified
Person's request, will at the Lessee's expense resist and
defend such action, suit or proceeding, or cause the same to
be resisted or defended by counsel selected by the Lessee
and approved by such Indemnified Person, as the case may be,
and, in the event of any failure by the Lessee to do so, the
Lessee shall pay all costs and expenses (including without
limitation attorneys' fees and expenses) incurred by such
Indemnified Person in connection with such action, suit or
proceeding. 1In the event the Lessee is required to make any
payment under this §9, the Lessee shall pay such Indemnified
Person an amount which, after deduction of all taxes re-
guired to be paid by such Indemnified Person in respect of
the receipt thereof under the laws of the United States or
of any political subdivision thereof (after giving credit
for any savings in respect of any such taxes by reason of
deductions, credits or allowances in respect of the payment
of the expense indemnified against, and of any other such
taxes as determined in the sole discretion of the Indem-
nified Person), shall be equal to the amount of such pay-
ment. The Lessee and the Owner-Trustee each agrees to give
each other promptly upon obtaining knowledge thereof written
notice of any claim or liability hereby indemnified against.
Upon the payment in full of any indemnities as contained in
this §9 by the Lessee, and provided that no Event of Default
(or other event which with lapse of time or notice or both
would constitute an Event of Default) shall have occurred
"and be continuing, it shall be subrogated to any right of
such Indemnified Person in respect of the Indemnified Matter
against which indemnity has been given. Any payments re-
ceived by such Indemnified Person from any person (except
the Lessee) as a result of any Indemnified Matter with re-
spect to which such Indemnified Person has been indemnified
by the Lessee pursuant to this §9 shall be paid over to the
Lessee to the extent necessary to reimburse the Lessee for
indemnification payments previously made in respect of such
matter.

The indemnities contained in this §9 shall survive
the expiration or termination of this Lease with respect to
all events, facts, conditions or other circumstances occur-
ring or existing prior to such expiration or termination and
are expressly made for the benefit of, and shall be
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enforceable by, each of the Indemnified Persons. None of
the Indemnities in this §9 shall be deemed to create any
rights or subrogation in any insurer or third party against
the Lessee or the Owner-Trustee therefor, from or under any
Indemnified Person, whether because of any claim paid or
defense provided for the benefit thereof or otherwise.

§10. Default. 1If, during the continuance of this
Lease, one or more of the following events (each such event
being hereinafter sometimes called an Event of Default)
shall occur:

A. payment of any part of the rental provided in
§3 or §13 hereof or payment in respect of any Casualty
Occurrence pursuant to §7 hereof shall not be made by
or on behalf of the Lessee, and such failure to make
payment shall continue for the lesser of two days after
the Lessee shall receive notice from the Owner-Trustee
in respect of the Lessee's failure to make such payment
or five business days after such payment is due; or

B. default shall be made in the observance or
performance of any other of the covenants, conditions
and agreements on the part of the Lessee contained
herein or in the Consent and such default shall con-
tinue for 25 days after written notice from the Owner-
Trustee or the Vendor to the Lessee specifying the
default and demanding that the same be remedied; or

C. a petition for reorganization under Title 11

" of the United States Code, as now constituted or as
said Title 11 may hereafter amended, shall be filed by
or against the Lessee and, unless such petition shall
have been dismissed, nullified, stayed or otherwise
rendered ineffective (but then only so long as such
stay shall continue in force or such ineffectiveness
shall continue), all the obligations of the Lessee
hereunder shall not have been and shall not continue to
have been duly assumed in writing, pursuant to a court
order or decree, by a trustee or trustees appointed
(whether or not subject to ratification) in such pro-
ceedings in such manner that such obligations shall
have the same status as obligations incurred by such
trustee or trustees, within 30 days after such appoint-
ment, if any, or 60 days after such petition shall nave
been filed, whichever shall be earlier; or
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D. any proceedings shall be commenced by or
against the Lessee for any relief which includes, or
might result in, any modification of the obligations of
the Lessee hereunder or under the Consent under any
bankruptcy or insolvency laws, or laws relating to the
relief of debtors, readjustments of indebtedness, reor-
ganizations, arrangements, compositions or extension
(other than a law which does not permit any readjust-
ments of such obligations), and, unless such proceed-
ings shall have been dismissed, nullified, stayed or
otherwise rendered ineffective (but then only so long
as such stay shall continue in force or such ineffec-
tiveness shall continue), all the obligations of the
Lessee under this Lease or under the Consent shall not
have been and shall not continue to have been duly
assumed in writing, pursuant to a court order or
decree, by a trustee or trustees or receiver or receiv-
ers appointed (whether or not subject to ratification)
for the Lessee or for the property of the Lessee in
connection with any such proceedings in such manner
that such obligations shall have the same status as ex-
penses of administration and obligations incurred by
such a trustee or trustees or receiver or receivers,
within 30 days after such appointment, if any, or 60
days after such proceedings shall have been commenced,
whichever shall be earlier; or

E. an event of default set forth in Article 15 of
the Security Document shall have occurred resulting di-
rectly from any default by the Lessee in performing any
of its obligations hereunder or under the Consent;

then, in any such case, the Owner-Trustee, at its option,
may.,

(a) proceed by appropriate court action or
actions either at law or in equity, to enforce perfor-
mance by the Lessee of the applicable covenants of this
Lease or to recover damages for the breach thereof; or

(b) by notice in writing to the Lessee terminate
this Lease with respect to any or all of the Units,
whereupon all rights of the Lessee to the use of the
Units shall absolutely cease and terminate as though
this Lease had never been made, but the Lessee shall
remain liable as hereinafter provided; and thereupon
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the Owner-Trustee may by its agents enter upon the
premises of the Lessee or other premises where any of
such Units may be located, without judicial process, if
such entry can be done without a breach of the peace,
and take possession of all or any of such Units and
thenceforth hold, possess, sell, operate, lease to
others and enjoy the same free from any right of the
Lessee, or its successors or assigns, to use the Units
for any purposes whatever and without a duty to account
~to the Lessee for such action or inaction or for any
proceeds arising therefrom; but the Owner-Trustee
‘'shall, nevertheless, have a right to recover from the
Lessee any and all amounts which under the terms of
this Lease may be then due or which may have accrued to
the date of such termination (computing the rental for
any number of days less than a full rental period by
multiplying the rental for such full rental period by a
fraction of which the numerator is such number of days
and the denominator is the total number of days in such
full rental period) in respect of such Units and also
to recover forthwith from the Lessee as damages for
loss of the bargain and not as a penalty, whichever of
the following amounts the Owner-Trustee, in its sole
discretion, shall specify, (1) a sum, with respect to
each such Unit, which represents the excess of (x) the
present value, at the time of such termination, of the
entire unpaid balance of all rental for such Unit which
would otherwise have accrued hereunder from the date of
such termination to the end of the term of this Lease
~as to such Unit over (y) the then present value of tne
rentals which the Owner-Trustee reasonably estimates to
be obtainable for the Unit during such period, such
present value to be computed in each case on the basis
of a 8% per annum discount, compounded semiannually
from the respective dates upon which rentals would have
been payable hereunder had this Lease not been termi-
nated, together with any damages and expenses,
including reasonable attorney's fees, in addition
thereto which the Owner-Trustee shall have sustained by
reason of the breach of any covenant, representation or
warranty of this Lease other than for the payment of
rental or (2) an amount equal to the excess, if any, of
the Casualty Value of each such Unit as of the rental
payment date on or next preceding the date of termina-
tion over the amount the Owner-Trustee reasonably esti-
mates to be the sales value (after deduction of all
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estimated expenses of such sale) of such Unit at such
time;

provided, however, that in the event the Owner-Trustee shall
have sold any such Unit, the Owner-Trustee, in lieu of col-
lecting any amounts payable to the Owner-Trustee by the
Lessee pursuant to the preceding clauses (1) and (2) of this
part (b) with respect to such Unit, may, if it shall so
elect, demand that the Lessee pay to the Owner-Trustee, and
the Lessee shall pay to the Owner-Trustee on the date of
such sale, as liquidated damages for loss of a bargain and
not as a penalty, an amount equal to the excess, if any, of
the Casualty Value for such Unit, as of the rental payment
date on or next preceding the date of termination, over the
net proceeds of such sale.

In addition, the Lessee shall be liable, except as
otherwise provided above, for any and all unpaid amounts due
hereunder before, during or after the excercise of any of
the foregoing remedies and for all reasonable attorneys'
fees and other costs and expenses incurred by reason of the
occurrence of any Event of Default or the exercise of the
Owner-Trustee's remedies with respect thereto, including all
costs and expenses incurred in connection with the return of
any Unit.

The remedies in this Lease provided in favor of
the Owner-Trustee shall not be deemed exclusive, but shall
be cumulative, and shall be in addition to all other reme-
dies in its favor existing at law or in equity. The Lessee
hereby waives any reguirements of law, now or hereafter in
effect, which might limit or modify the remedies herein pro-
vided, to the extent that such waiver is permitted by law.
The Lessee hereby waives any and all existing or future
claims to any offset against the rental payments due
hereunder, and agrees to make rental payments regardless of
any offset or claim which may be asserted by the Lessee or
on its behalf.

The failure of the Owner-Trustee to exercise the
rights granted it hereunder upon the occurrence of any of
the contingencies set forth herein shall not constitute a
waiver of any such right upon the continuation or recurrence
of any such contingencies or similar contingencies and a
waiver of any such right on one occasion shall not consti-
tute a waiver of such right as to any other occasion and
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shall not be effective unless in writing signed by the
Owner-Trustee.

. The Lessee also agrees to furnish the Owner-
Trustee, the Vendor and the Owner, promptly upon any respon-
sible officer's acquiring actual knowledge of any condition
which constitutes an Event of Default under this Lease or
which, after notice or lapse of time or both, would consti-
tute such an Event of Default, written notice specifying
such condition and the nature and status thereof. For the
purposes of this §10, a "responsible officer"™ shall mean,
with respect to the subject matter of any covenant, agree-
ment or obligation of the Lessee in this Lease contained,
any corporate officer of the Lessee who in the normal per-
formance of his operational responsibilities would have
knowledge of such matter and the requirements of this Lease
with respect thereto.

§l1. Return of Units upon Default. If this Lease
shall terminate in respect of any of the Units pursuant to
§10 hereof, the Lessee shall forthwith deliver possession of
such Units to the Owner-Trustee and shall give prompt tele-
graphic and written notice to the Association of American
Railroads and all railroads having possession of any Unit so
to return such Units. Each such Unit returned to the Owner-
Trustee pursuant to this §l1 shall (i) be in the same
operating order, repair and condition as when originally
delivered to the Lessee, reasonable wear and tear and modi-
fications, if any, permitted by this Lease excepted, and
(ii) meet the standards then in effect under the Interchange
Rules of the Association of American Railroads, if appli-
cable, or such comparable standards as may then be in
effect. For the .purpose of delivering possession of any
such Unit or Units to the Owner-Trustee as above reguired,
the Lessee shall at its own cost, expense and risk:

(a) forthwith and in the usual manner cause such
Units to be transported to such storage tracks of the
Lessee as shall reasonably be designated by the Owner-
Trustee and there assembled,

(b) furnish and arrange for the Owner-Trustee to
store such Units on such tracks until such Units have
been sold, leased or otherwise disposed of by the
Owner-Trustee, and
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(c) cause the Units to be moved to such inter-
change point or points of the Lessee with any con-
necting carrier as shall be designated by the Owner-
Trustee upon any sale, lease or other disposal of all
or any of such Units.

The assembling, delivery, storage and transporting of the
Units as hereinbefore provided shall be at the expense and
risk of the Lessee (and the Lessee will during this period
maintain the insurance reguired by §7 of this Lease to be
maintained) and are of the essence of this Lease, and upon
application to any court of equity having jurisdiction in
the premises the Owner-Trustee shall be entitled to a decree
against the Lessee requiring specific performance of the
covenants of the Lessee so to assemble, deliver, store and
transport the Units. During any storage period, the Lessee
will permit the Owner-Trustee or any person designated by
it, including the authorized representative or representa-
tives of any prospective purchaser of any such Unit, to in-
spect the same. 1In the event that any of the Units are
sold, the Lessee shall pay to the Owner-Trustee the per diem
interchange for each such Unit which shall not have been as-
sembled, delivered and stored, as hereinbefore provided, by
the date of such sale for each day from the date of such
sale to the date of delivery to the purchaser thereof.

Without in any way limiting the obligation of the
Lessee under the foregoing provisions of this §ll1, the
Lessee hereby irrevocably appoints the Owner-Trustee as the
agent and attorney of the Lessee, with full power and
authority, at any time while the Lessee is obligated to
deliver possession of any Unit to the Owner-Trustee, to
demand and take possession of such Unit in the name and on
behalf of the Lessee from whomsoever shall be in possession
of such Unit at the time.

§12. Assignment; Possession and Use. This Lease
shall be assignable in whole or in part by the Owner-Trustee
without the consent of the Lessee, but the Lessee shall be
under no obligation to any assignee of the Owner-Trustee
other than the Vendor except upon written notice of such
assignment from the Owner-Trustee. All the rights of the
Owner-Trustee hereunder (including, but not limited to, the
rights under §§6, 7 and 10 and the rights to receive the
rentals payable under this Lease) shall inure to the benefit
of the Owner and the Owner's and the Owner-Trustee's
assigns.
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So long as no Event of Default or event of default
exists hereunder and the Lessee shall have fully complied
with the provisions of this §12, the Lessee shall be
entitled to the possession and use of the Units and also to
sublease the Units to a sublessee or user incorporated in
the United States of America (or any State thereof or in the
District of Columbia), upon lines of railroad owned or oper-
ated by a railroad company or companies incorporated in the
United States of America (or any State thereof or the Dis-
trict of Columbia) or Canada (or any province thereof), or
over which such railroad company or companies have trackage
rights or rights for operation of their trains, and upon
connecting and other carriers in the usual interchange of
traffic in the continental United States, Canada and Mexico,
but only upon and subject to all the terms and conditions of
this Lease; provided, however, that if the Lessee subleases
or permits the use of any Unit in Canada (or any Province or
Territory thereof) or in Mexico (or any State or the Federal
District thereof), the Lessee shall, except as otherwise
provided in §l15 hereof, first have (a) taken all necessary
action to protect the right, title and interest of the
Owner-Trustee and the Vendor in the Units to be so subleased
or used and (b) furnished the Owner-Trustee and the Vendor
with an opinion of Canadian or Mexican counsel, as the case
may be, satisfactory to the Owner-Trustee and the Vendor, to
the effect that such action is all that is necessary to pro-
tect the right, title and interest of the Owner-Trustee and
the Vendor in such Units; provided, further, that no Units
shall be used predominantly outside the United States of
aAmerica within the meaning of section 48(a) of the Internal
Revenue Code of 1954, as amended to the date hereof, nor
shall the Lessee sublease the Units to, or permit their use
by, any person in whose hands such Units would not gualify
as "section 38" property within the meaning of such Code or
in whose hands the property would be treated as "tax-exempt
use property" within the meaning of Section 168(j)(3) of the
Code; provided, further, that no Unit shall be used in a
manner which would cause any item of income or deduction
relating to tne Unit to be treated as derived from, or allo-
cable to, sources outside the United States.

Any such sublease may provide that the sublessee,
so long as it shall not be in default under such sublease,
shall be entitled to the possession of the Units included in
such sublease and the use thereof; provided, however, that
every such sublease shall be subject to the rights and
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remedies of the Vendor under the Security Document and the
Owner-Trustee under this Lease.

The Lessee, at its own expense, will as soon as
possible cause to be duly discharged any lien, charge, secu-
rity interest or other encumbrance (except any sublease or
car contract as aforesaid and other than an encunbrance re-
"sulting from claims against the Owner-Trustee or the Vendor
not related to the ownership or leasing of, or the security
interest of the Vendor in, the Units) which may at any time
be imposed on or with respect to any Units including any
accession thereto or the interest of the Owner-Trustee, the
Owner, the Vendor or the Lessee therein. The Lessee shall
not, without the prior written consent of the Owner-Trustee,
part with the possession or control of, or suffer or allow
to pass out of its possession or control, any of the Units,
except to the extent permitted by the provisions of this
§12.,

Nothing in this §12 shall be deemed to restrict
the right of the Lessee to assign or transfer its leasehold
interest under this Lease in the Units or possession of the
Units to any corporation incorporated under the laws of any
state of the United States of America or the District of
Columbia (which was solvent immediately prior to such
assignment and transfer and which shall have specifically
assumed the obligations of the Lessee hereunder and under
the Consent by an appropriate instrument in writing) into or
with which the Lessee shall have become merged or consoli-
dated or which shall have acguired the property of the
Lessee as an entirety or substantially as an entirety, pro-
vided that such assignee or transferee will not, upon the
effectiveness of -such merger, consolidation or acquisition
be in default under any provision of this Lease.

§13. Renewal Options and Right of First Refusal.
Provided that this Lease has not been earlier terminated and
the Lessee is not in default hereunder, the Lessee may, by
written notice delivered to the Owner-Trustee not less than
six months prior to the end of the original term of this
Lease elect to extend the term of this Lease in respect of
all, but not fewer than all, the Units then covered by this
Lease, for a four (4) year period commencing on the sched-
uled expiration of the original term of this Lease, at a
rental payable in arrears in eight (8) semiannual payments,
payable on the semiannual anniversaries of the expiration of
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the original term, each in the amount egual to the "“Fair
Market Rental" of such Units as of the end of such term.

Fair Market Rental shall be determined on the
basis of, and shall be equal in amount to, the rental which
would obtain in an arm's-length transaction between an
informed and willing lessee (other than a lessee currently
in possession) and an informed and willing lessor under no
compulsion to lease and, in such determination, costs of re-
moval from the location of current use shall not be a deduc-
tion from such rental. 1If, after 60 days from the giving of
notice by the Lessee of the Lessee's election to extend the
term of this Lease, tne Owner-Trustee and the Lessee are un-
"able to agree upon a determination of the Fair Market Rent-
al, such rental shall be determined in accordance with the
foregoing definition by the following procedure: If either
party to such determination shall have given written notice
to the other requesting determination of such value by this
appraisal procedure, the parties shall consult for the pur-
pose of appointing a gualified independent appraiser by
mutual agreement. If no such appraiser is so appointed
within 20 business days after such notice is given, either
party may apply, to make such appointment, to the American
Arbitration Association, and both parties shall be bound by
any appointment so made. Any appraiser appointed pursuant
to the foregoing procedure shall be instructed to determine
the Fair Market Rental of the Units subject to the proposed
extended term within 90 days after his appointment. The
determination of Fair Market Rental of the appraiser ap-
pointed pursuant to this paragraph shall be final. The ap-
" praisal proceedings shall be conducted in accordance with
the Commercial Arbitration Rules of the American Arbitration
Association as in effect on the date hereof, except as
modified hereby. The provision for this appraisal procedure
shall be the exclusive means of determining Fair Market
Rental and shall be in lieu of any judicial or other proce-
dure for the determination thereof, and each party hereto
hereby consents and agrees not to assert any judicial or
other procedures. The expenses of the appraisal procedure
shall be borne by the Lessee.

Provided that this Lease has not been earlier ter-
minated and the Lessee is not in default hereunder, the
Lessee may by written notice delivered to the Owner-Trustee
not less than six months prior to the end of the original
term or any extended term of this Lease, elect to purchase

-29-



all but not less than all of the Units covered by this Lease
at the end of such term of this Lease for a purchase price
egual to the "Fair Market Value" of such units as of the end
of such teram.

Fair Market Value shall be determined on the basis
of, and shall be equal in amount to, the value which would
be determined in an arm's-length transaction between an
informed and willing buyer-user (other than (i) a buyer-user
currently in possession and (ii) a used equipment dealer)
and an informed and willing seller under no compulsion to
sell and, in such determination, costs of removal from the
location of current use shall not be a deduction from such
value. If on or before four months prior to the expiration
of the term or an extended term of this Lease, the Owner-
Trustee and the Lessee are unable to agree upon a determina-
tion of the Fair Market Value of such Units, such value
shall be determined in accordance with the foregoing defini-
tion by the following procedure: 1I1f either party to such
determination shall have given written notice to the other
regquesting determination of such value by this appraisal
procedure, the parties shall consult for the purpose of ap-
pointing a qualified independent appraiser by mutual agree-
ment. If no such appraiser is so appointed within 20 busi-
ness days after such notice is given, either party may
apply, to make such appointment, to the American Arbitration
Association, and both parties shall be bound by any appoint-
ment so made. Any appraiser appointed pursuant to the fore-
going procedure shall be instructed to determine the Fair
Market Value of the Units subject to the proposed purchase
option within 90 days after his appointment. The determina-
tion of Fair Market Value of the appraiser appointed pursu-
ant to this paragraph shall be final. The appraisal pro-
ceedings shall be conducted in accordance with the
Commercial Arbitration Rules of the American Arbitration
Association as in effect on the date hereof, except as
modified hereby. The provision for this appraisal procedure
shall be the exclusive means of determining Fair Market
Value and shall be in lieu of any judicial or other proce-
dure for the determination thereof, and eacn party hereto
hereby consents and agrees not to assert any judicial or
other procedures. The expense and fee of the appraiser
shall be borne by the Lessee.

Upon payment of the purchase price together with
any and all other amounts due and payable hereunder and the

-30-



release of the Vendor's security interest under the Security
Document, the Owner-Trustee shall upon request of the Lessee
execute and deliver to the Lessee, or to the Lessee's as-
signee or nominee, a bill of sale (without representations
or warranties except that such Units are free and clear of
all claims, liens, security interests and other encumbrances
by or in favor of any person claiming by, through or under
the Owner-Trustee) for such Units, and such other documents
as may be required to release such Units from the term and
scope of this Lease and to transfer title thereto to the
Lessee or such assignee or nominee, in such form as may rea-
sonably be requested by the Lessee, all at the Lessee's
expense.

§14. Return of Units upon Expiration of Term. As
soon as practicable on or after the termination of the
original or any extended term of this Lease, and in any
event not later than 90 days thereafter, the Lessee will
(unless the Unit is so0ld to the Lessee), at its own cost and
expense, at the reguest of the Owner-Trustee, deliver pos-
session of each Unit to the Owner-Trustee upon such storage
tracks of the Lessee as shall be reasonably designated by
the Owner-Trustee immediately prior to such termination and
arrange for the Owner-Trustee to store such Unit on such
tracks for a period commencing on the date of its arrival at
any such point and extending thereafter to a date not later
than three (3) months from the date each such Unit was first
placed in storage pursuant to this §14 and to transport the
same, at any time within such three month period, to any
reasonable place on the lines of railroad operated by the
Lessee, or to any connecting carrier, for shipment, all as
directed by the Owner-Trustee; the assembly, delivery, stor-
age and transporting of the Units to be at the expense and
risk of the Lessee; and the Lessee will during this period
maintain the insurance required by §7 of this Lease to be
maintained. During any such storage period the Lessee will
permit the Owner-Trustee or any person designated by it,
including the authorized representative or representatives
of any prospective purchaser or lessee of such Unit, to in-
spect the same; provided, however, that the Lessee shall not
be liable except in the case of negligence or intentional
act of the Lessee or of its employees or agents and, except
to the extent otherwise provided by law, for any injury to
or the death of any person exercising, either on behalf of
the Owner-Trustee or any prospective purchaser or lessee,
the rights of inspection granted under this sentence. The
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assembly, delivery, storage and transporting of the Units as
hereinbefore provided are of the essence of this Lease, and
upon application to any court of eguity having jurisdiction
in the premises, the Owner-Trustee shall be entitled to a
decree against the Lessee requiring specific performance of
. the covenants of the Lessee so to cause the assembly,
delivery, storage and transporting of the Units. Each Unit
returned to the Owner-Trustee pursuant to this §14 shall
(i) be in the same operating order, repair and condition as
when originally delivered to the Lessee, reasonable wear and
tear excepted, (ii) have attached or affixed thereto any
Part or Addition title to which is in the Owner-Trustee pur-
suant to §9 hereof and have removed therefrom at Lessee's
expense any Part or Addition title to which is in the Lessee
pursuant to §9 hereof and (iii) meet the standards then in
effect under the regulations of the United States Department
of Transportation and under the Interchange Rules of the
Association of American Railroads, if applicable or such
comparable standards as may then be in effect.

If any of the Units suffers a Casualty Occurrence
during any storage period provided for in this §14, the
Lessee shall pay to the Owner-Trustee the Casualty Value of
such Unit as determined in accordance with §7 hereof. All
gross amounts earned in respect of any Unit shall, from and
after the termination of this Lease as to such Unit, belong
to and be the property of the Owner-Trustee. In the event
that by the 180th day after the termination of the original
or any extended term of this Lease the Lessee has not, at
the request of the Owner-Trustee, caused at least 90% of the
Units to be transported to such point or points as shall
have been designated by the Owner-Trustee pursuant to this
§14, the Lessee shall pay to the Owner-Trustee the per diem
interchange rate multiplied by the number of such Units
equal to the difference between 90% of such Units and the
number of such Units previously delivered pursuant to this
§14 (such number to be determined on each day) for each day
from such 180th day to the date on which at least 90% of
such Units have been so transported. If, after the termina-
tion of the storage period provided in this §14, any of such
Units have not been so transported, the Lessee shall pay to
the Owner-Trustee the per diem interchange rate for each
such Unit not so transported for each day after the end of
such storage period until such Unit or Units have been so
transported.

-32-



Upon the expiration of the original term of this
Lease, if the Lessee shall decide not to exercise the renew-
al option provided by the first paragraph of 5§13 hereof, the
Lessee will deliver to the Owner-Trustee a certificate of an
officer of the Lessee to the effect that (a) no Event of
Default or any event which with lapse of time or notice or
both would constitute an Event of Default had occurred or
was continuing as of the date on which this Lease termi-
nates; (b) no liens, charges, security interests or other
encumbrances (except an encumbrance resulting from claims
against the Owner-Trustee or the Owner) were, as of the date
on which this Lease terminates, imposed on or with respect
to any Unit, any accession thereto, or the interest of the
Owner-Trustee or the Owner therein; (c) the Units have been
returned to the Owner-Trustee pursuant to this §14 in the
same operating order, repair and condition required by the
first paragraph of this §14 and (d) the Lessee no longer has
any interest in the Units under the Lease or otherwise. 1If
a certificate of an officer of the Lessee is required to be
furnished pursuant to the preceding sentence, the certifi-
cate described in clause (a) in the preceding sentence shall
be furnished on the date on which this Lease terminates, and
.the certificates described in clauses (b), (c) and (d) in
_the preceding sentence shall be furnished on a monthly
basis, beginning on the monthly anniversary of the date on
which this Lease terminates; and such certificates shall
cover each such Unit returned during the preceding 30 calen-
dar days and shall apply to each such Unit as of the date
such Unit was returned pursuant to the provisions of the
first paragraph of this §14. Upon the expiration of any ex-
tended term of this Lease, if the Lessee shall decide not to
exercise any further renewal option, or if the Lessee shall
have no such further renewal option, the Lessee shall
deliver to the Owner-Trustee a certificate of an officer of
the Lessee to the foregoing effect, with such conforming
changes as shall be appropriate under the circumstances.

§15. Recording. Railgon, at its own expense,
will cause this Lease, the Lease Assignment (together with
the Consent), and any amendments of the Security Document or
the assignment of the Security Document required in connec-
tion with the execution and delivery of this Lease and the
Lease Assignment (together with the Consent) and any assign-
ment hereof or thereof to be filed and recorded with the
Interstate Commerce Commission in accordance with 49 U.S.C.
§11303. The Lessee will from time to time do and perform
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any other act and will execute, acknowledge, deliver, file,
register, record (and will refile, re-register, deposit and
redeposit or re-record whenever required) any and all
further instruments required by law or reasonably requested
by the Owner-Trustee or the Vendor for the purpose of proper
protection, to their satisfaction, of the Vendor's and the
Owner~Trustee's respective interests in the Units, or for
the purpose of carrying out the intention of this Lease, the
Security Document or the Lease Assignment, provided,
however, that the Lessee shall not be required to take any
such action in respect of any jurisdiction outside the Unit-
ed States if (1) the Lessee deems such action to be unduly
burdensome, (2) after giving effect to the failure to take
such action, the Lessee has taken all action regquired by law
to protect the title of the Owner-Trustee to and the securi-
ty interest of the Vendor in the Units having a Purchase
Price (as defined in Article 4 of the Security Document) of
not less than 85% of the aggregate Purchase Price of all the
Units then subject to this Lease, and (3) any Unit at any
time located in such jurisdiction shall have been marked
with the markings specified in §5 hereof.

With respect to the filing and recording referred
to in this first sentence of this §15, Railgon, and with re-
spect to all subsequent filings, registering, depositing or
recording, the Lessee will promptly furnish to the Owner-
Trustee and the Vendor evidence of all such filing, regis-
tering, depositing or recording, and an opinion or opinions
of counsel for Railgon or the Lessee, as the case may be,
with respect thereto satisfactory to the Vendor and the
Owner-Trustee. This Lease, the Security Document, the Lease
Assignment (together with the Consent), and any other docu-
ment required to ‘be filed shall be filed and recorded with
the Interstate Commerce Commission within five (5) days of
the latest acknowledgement hereto, or as soon as thereafter
as is reasonably practicable.

§16. Merger and Consolidation. The Lessee agrees
not to merge or consolidate with any other corporation un-
less the survivor of such merger or consolidation shall be a
solvent corporation organized under the laws of the United
States of America or a State thereof or the District of
Columbia and such survivor (if not the Lessee) shall assume
all the obligations and liabilities of the Lessee hereunder,
under the Security Document and the Participation Agreement
and under the Consent.
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, §17. Owner-Trustee's Right to Perform for the
Lessee. If the Lessee fails to perform or comply with any
of its agreements contained herein, the Owner-Trustee may
upon notice to the Lessee itself perform or comply with such
agreement, and the amount of the reasonable cost and ex-
penses of the Owner-Trustee incurred in connection with such
performance or compliance, together with interest on such
amount at a rate equal to the Prime Rate plus 2% shall be
payable by the Lessee upon demand. No such performance or
compliance by the Owner-Trustee shall be deemed a waiver of
the rights and remedies of the Trustee against the Lessee
hereunder or be deemed to cure the default of the Lessee
hereunder,

§18. Interest on Overdue Rentals. Anything to
the contrary herein contained notwithstanding, any nonpay-
ment of rentals and other obligations due hereunder shall
result in the obligation on the part of the Lessee promptly
to pay an amount egual to interest at a rate equal to the
Prime Rate plus 2% on the overdue rentals and other obliga-
tions for the period of time during which they are overdue,
or such lesser amount as may be legally enforceable.

§19. Notices. Any notice required or permitted
to be given by either party hereto to the other shall be
deemed to have been given when delivered to such other party
or deposited in the United States mails, first-class postage
pre-paid, addressed as follows:

if to the Owner-Trustee, at One Constitution
Plaza, Hartford, Connecticut 06115, attention of Corpo-
rate Trust Department, with a copy to the Owner, at
P.O. Box 8300, Stamford, Connecticut 06904, attention
of Manager Operations;

if to the Lessee, at 301 W. 1llth Street, Kansas
City, Mo. 64105;

or addressed to any party at such other address as such
party shall hereafter furnish to the other parties in writ-
ing. Any certificate, document or report required to be
furnished by any party hereto to the other parties shall be
delivered to the address set forth above for such party.

Any notice to the Lessee by the Vendor or the Investors re-
garding Lessee's failure to perform any obligation hereunder
shall also be furnished by the Lessee to the Owner-Trustee.
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§20. Owner-Trustee Acting as Trustee. The repre-
sentations, undertakings and agreements herein made on the
part of the Owner-Trustee are made and intended for the pur-
pose of binding only the Trust Estate as such term is used
in the Trust Agreement.

Whenever the term Owner-Trustee is used in this
Lease it shall apply and refer to the Owner-Trustee, as
trustee under the Trust Agreement, and any successor or as-
signee of the Owner-Trustee in such capacity.

§21. No Recourse. No recourse shall be had in
respect of any obligation due under this Lease, or referred
to herein, against any incorporator, stockholder, director
or officer, as such, past, present or future, of the Owner-
Trustee, the Vendor or the Lessee, or against any other
beneficiary of a trust for which the Owner-Trustee is acting
as trustee, whether by virtue of any constitutional provi-
sion, statute or rule of law or by enforcement of any
assessment or penalty or otherwise, all such liability,
whether at common law, in equity, by any constitutional pro-
vision, statute or otherwise, of incorporators, stockhold-
ers, directors, officers, as such, or beneficiaries being
forever released as a condition of and as consideration for
the execution of this Lease.

It is expressly agreed by the parties hereto, any-
thing herein to the contrary notwithstanding, that each and
all of the representations, warranties and agreements herein
made on the part of the Owner-Trustee are each and every one
of them made and intended not as personal representations,
warranties and agreements by the financial institution
acting as Owner-Prustee hereunder, or for the purpose or
with the intention of binding said financial institution
personally, but are made and intended for the purpose of
binding the Trust Estate, and this Lease is executed and
delivered by the Owner-Trustee solely in the exercise of the
powers expressly conferred upon the Owner-Trustee under the
Trust Agreement; and that no personal liability or responsi-
bility is assumed by or shall at any time be asserted or
enforceable against said financial institution or the Owner
on account of any representation, warranty or agreement
hereunder of said financial institution, acting in its
capacity as Owner-Trustee, or the Owner, either expressed or
implied; all such personal 1liability, if any, being ex-
pressly waived and released by the Lessee and by all persons
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claiming by, through or under the Lessee; provided, however,
that the Lessee or any person claiming by, through or under
the Lessee making claim hereunder, may look to the Trust
Estate for satisfaction of the same.

§22. Severability; Effect and Modification of
Lease; Third Party Beneficiaries. Any provision of this
Lease which is prohibited or unenforceable in any jurisdic-
tion, shall be, as to such jurisdiction, ineffective to the
extent of such prohibition or unenforceability without
invalidating the remaining provisions hereof, and any such
prohibition or unenforceability in any jurisdiction shall
not invalidate or render unenforceable such provision in any
other jurisdiction.

This Lease exclusively and completely states the
rights of the Owner-Trustee and the Lessee with respect to
the leasing of the Units and supersedes all other agree-
ments, oral or written, with respect thereto, except the
Participation Agreement. Subject to the last sentence of
the second paragraph of Article 21 of the Security Document,:
no variation or modification of this Lease and no waiver of
any of its provisions or conditions shall be valid unless in
writing and signed by duly authorized signatories for the
Owner-Trustee and the Lessee.

Nothing in this Lease shall be deemed to create
any right in any person not a party hereto (other than the
Owner, the Vendor, the Investors and the permitted succes-
sors and assigns of a party each of which shall be deemed a
third party beneficiary hereof to the extent of their re-
spective interests, if any, in the CSA Indebtedness under
the Security Document) and this instrument shall not be con-
strued in any respect to be a contract in whole or in part
for the benefit of any third party except as aforesaid.

§23. Execution. This Lease may be executed in
several counterparts, such counterparts together
constituting but one and the same instrument, but the
counterpart delivered to the Vendor shall be deemed to be
the original counterpart. Although for convenience this
Lease is dated as of the date first set forth above, the
actual date or dates of execution hereof by the parties
hereto is or are, respectively, the date or dates stated in
the acknowledgements hereto annexed.
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§24. Law Governing. The terms of this Lease and
- all rights and obligations hereunder shall be governed by,
and construed in accordance with, the laws of the State of
New York; provided, however, that. the parties shall be
entitled to all rights conferred by 49 U.S.C. §11303, any
additional rights arising out of the filing, recording or
depositing of this Lease and any assignment hereof as shall
be conferred by the laws of the several jurisdictions in
which the same shall be filed, recorded or deposited, or in
which any Unit shall be located, and any rights arising out
of the markings on the Units.

IN WITNESS WHEREOF, the parties hereto have exe-
cuted or caused this instrument to be executed as of the
date first above written.

[CORPORATE SEAL] THE KANSAS CITY SOUTHERN
Attest: RAILWNAY COMPANY
VS:L(M/ 7\’ By 4 VM-{’%A‘_—/
Title: fltEe=Senior j€e President-Law
O ITANT UNCE s
THE CONNECTICUT BANK AND TRUST
COMPANY, NATIONAL ASSOCIATION,
not in its individual
[CORPORATE SEAL] capacity, but solely as Trustee
Attest:
By By
Title: Title:
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§24., Law Governing. The terms of this Lease and
all rights and obligations hereunder shall be governed by,
and construed in accordance with, the laws of the State of
New York; provided, however, that the parties shall be
entitled to all rights conferred by 49 U.S.C. §11303, any
additional rights arising out of the filing, recording or
depositing of this Lease and any assignment hereof as shall
be conferred by the laws of the several jurisdictions in
which the same shall be filed, recorded or deposited, or in
which any Unit shall be located, and any rights arising out
of the markings on the Units.

IN WITNESS WHEREOF, the parties hereto have exe-
cuted or caused this instrument to be executed as of the
date first above written.

[CORPORATE SEAL] THE KANSAS CITY SOUTHERN

Attest: RAILWNAY COMPANY
By By
Title: Title:

THE CONNECTICUT BANK AND TRUST

COMPANY, NATIONAL ASSOCIATION,

not in its individual

[CORPORATE SEAL] capacity, but solely as Trustee
Attest:
Title: 2Lt 1e spRetSTANT VICE PRESIDENT
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STATE OF  MISSOURI )
) SS.:
COUNTY OF JACKSON )

6

On this 16th day of  June . 1984, before me
personally appearedRobert E. Zimmerganto me personally known who,
being by me duly sworn, says that he isSenior Vice President-LawOf
THE KANSAS CITY SOUTHERN RAILWAY COMPANY, that one of the
seals affixed to the foregoing instrument is the corporate
seal of said corporation, that said instrument was signed
and sealed on behalf of said corporation by authority of its
Board of Directors, and he acknowledged that the execution
of the foregoing instrument was the free act and deed of
said corporation.

D At

Notary. Pyblig .
Notary Public - State 01 Missourl
Commissioned in Plafte County
(Notarial Seal My Commission Expires March 22, 1987




STATE OF coNNECTgCU'g
8S.
COUNTY OFHAR1rORD

On this 6:_4_ day of 9%{/ ’ 198;?, before me
personally appeared euscher ', to me personally known
who, being by me duly sworn, says that he is JSSISTANT VICE PRESIDENT

of THE CONNECTICUT BANK AND TRUST
COMPANY, NATIONAL ASSOCIATION, that one of the seals affixed
to the foregoing instrument is the corporate seal of said
corporation, that said instrument was signed and sealed on
"behalf of said corporation by authority of its By-laws, and
he acknowledged that the execution of the foregoing instru-
ment was the free act and deed of said corporation.

org o] ST L

Notary Pubrib

I{Notarial Seal]

My commission expires:

EARLA MAE SHEPPARD
NOTARY PUBLIC

MY COMMISSION EXPIRES MARCH 31, 1089



Description of Units Leased to

Schedule A to Lease

the Kansas City Southern Lessee

Builder/Description

Whittaker Corporation,
Berwick Forge & Fabricating

Division

52'6", 100-ton capacity,
fixed end gondola car; AAR
Mechanical Designation: G-B

Thrall Car Manufacturing
Company

52'6", 100-ton capacity,
fixed end gondola car; AAR
Mechanical Designation: G-B

Quantity
80

20

Serial
Nos.

320000-320079

310000-310019



(‘A

Schedule B To Lease

CASUALTY VALUE‘.S1

Rental
Payment Number Percentage

Interim 97.766%
1 96.708%
2 95.650%
3 94.509%
4 93.289%
5 ) 91.990%
6 90.618%
i 89.175%
8 87.666%
9 86.095%
10 84.463%
11 82.778%
12 81.040%
13 79.258%
14 77.432%
15 75.566%
16 73.657%
17 71.710%
18 69.718%
19 - 67.687%
20 65.612%
21 63.498%
22 61.338%
23 59.138%
24 56.893%
25 54.609%
26 52.278%
27 49.907%
28 47.488%
29 45.027%
30 41.800%

The Casualty Value of each Unit as of any rental pay-
ment date shall be that percentage of $43,779.61 (the
"purchase Price™) of such Unit as is set forth in the
above schedule opposite such rental payment date.



-

Rental
Payment Number

31
32
33
34
35
36

Percentage

38.530%
35.208%
31.840%
27.703%
24.230%
20.000%



Ll

ad

L

DISTRICT OF COLUMBIA ) SS.:

CERTIFICATION OF TRUE COPY

I, Allen H. Harrison, Jr., a member of the Bars of the
District of Columbia and the Commonwealth of Virginia, do hereby
certify that I have compared the attached copy of the document

entitled

Lease of Railroad Equipment

with an executed original counterpart thereof and find the said
attached copy to be in all respects a true, correct and complete

copy of the aforesaid executed original counterpart.

IN WITNESS WHEREOF, the undersigned has hereto affixed

L
his signature thisicf'day of June, 1986

Allen H. Harrison, Jr.

Subcribed and sworn to
. M
before me th15/&9 day

of June, 1986.

ety Qe -

tary Pubdic, D.C.

My commission expires: q,é’d /fo



